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CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET
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July 15, 2002

Members of the Senate Energy, Utilities and Communications Committee
Members of the Senate Budget and Fiscal Review Committee

Members of the Senate Appropriations Committee

Members of the Assembly Utilities and Commerce Committee

Members of the Assembly Budget Committee

Members of the Assembly Appropriations Committee

Cdlifornia State Capitol Building

Sacramento, California 95814

RE: California Energy Commission’s Quarterly Report to the Legislature Concerning the
Renewable Energy Program

Honorable Members:

The Public Utilities Code (PUC), Article 5, Section 445(g) requires the California Energy
Commission to submit quarterly reports on the Renewable Energy Program. Enclosed is the
seventeenth Quarterly Report to the Legislature for the Program, covering the period April 1
through June 30, 2002. As reflected in this report, the Energy Commission continues to make
excellent progress in implementing the Program.

Should you have any questions or comments concerning these reports, please contact

Tim Schmelzer, Assistant Director of the Office of Governmental Affairs, at 654-4942 or by
e-mall at [tschmelz@energy.state.ca.us|.

Respectfully submitted,

ROBERT PERNELL

Commissioner and Presiding Member
Environmental and Energy Infrastructure
and Licensing Committee

Enclosure

cC: Cdlifornia Legidative Analyst’s Office



California Energy Commission’s Quarterly Report
Regarding the Renewable Energy Program
(April 1 - June 30, 2002)

The Cdifornia Energy Commission is pleased to submit its Quarterly Report to the Legislature on the Renewable
Energy Program, covering the period April 1 through June 30, 2002. The Energy Commission is required to report to
the Legidature quarterly on fiscal and functiona aspects of the program.* This report describes the Energy
Commission’simplementation activities, including information regarding awards submitted to the State Controller for
payment,? the cumulative commitment of claims by account, the relative demand for funds by account, a forecast of
future awards, and related matters.

Background

Assambly Bill 1890° (AB 1890) required Cdifornia’s three major investor-owned utilities to collect $540 million from
their ratepayers over afour-year period (1998-2002) to help support renewabl e e ectricity-generation technologies and
develop arenewable market. As mandated by AB 1890, the Energy Commission submitted its Policy Report on AB
1890 Renewables Funding (Policy Report) to the Legidature in March 1997, with recommendations for alocating
and digtributing these funds. Senate Bill 90* (SB 90) subsequently established the Renewable Resource Trust Fund,
placed the $540 million into the fund, and directed the Energy Commission to digtribute the fund through four distinct
accounts, which is conggtent with the Policy Report. These accounts and the total funds initialy alocated to each are
asfollows

Exigting Renewable Resources Account ($243 million)
New Renewable Resources Account ($162 million)
Emerging Renewable Resources Account ($54 million)
Customer-Side Renewable Resources Purchases Account:
— Customer Credit Subaccount ($75.6 million)
— Consumer Education Subaccount ($5.4 million)

In January 1998, congistent with SB 90, the Energy Commission adopted overdl funding guiddines, digibility
requirements, yearly alocations, and account-specific guidelines to assist participants in goplying for funding from the
various accounts within the Program. These guiddines provide for fund reallocations among accounts, which are
discussed in this report.

In September 2000, Assembly Bill 995° and Senate Bill 1194° codified the Reliable Electric Service Investments Act
(RESIA) and extended the collection of funds from 2002 to 2012. Asdirected by the RESIA, beginning January 2002

! Public Utilities Code (PUC), Article 5, Section 445(g).

2 Asaprocedural matter, the Energy Commission submits awards directly to the State Controller for payment, rather than through the
Treasurer.

% Chapter 854, Statutes 1996

* Chapter 905, Statutes 1997

® Chapter 1051, Statutes 2000

® Chapter 1050, Statutes 2000



an amount gtarting at $135 million per year is collected from the same ratepayers noted above. The RESIA requires the
Energy Commission to provide recommendations on how to dlocate funds over thefirs five years of that period. The
Energy Commission submitted such recommendations to the Legidature in June 2001 in areport titled, Investing in
Renewable Electricity Generation in California’ (Investment Plan). The Legidaure is conddering these
recommendations during its 2002 session; as of thiswriting, the Legidature has yet to approve the Investment Plan.
The RESIA dso requires the Energy Commission to prepare a second investment plan by March 2006, proposing the
dlocation of funds from 2007 to 2012.

To the extent possble, we intend to trangition seamlesdy from implementing the initia Renewable Energy Program to the
planned extended program under the RESIA. A smooth trangtion will minimize or avert interruptionsin funding
disbursements and provide the renewable energy industry and its customers with ameasure of certainty in an uncertain
eectricity market. However, until the Energy Commission is authorized to implement the RESIA, some initiad program
funds are being held in abeyance, while other funds continue to be disbursed from the Renewable Resource Trust Fund
until the funds are expended, in accordance with each account’s Guidebook. According to the Investment Plan, any
funds remaining in the Renewable Resource Trust Fund a the end of the initid program would be rolled into the
extended program under the RESIA.

Immediately following passage of the RESIA, we plan to conduct public workshops to discuss the procedures and
guidelines necessary for the extended program’ s implementation. Congderations would likely include lessons learned
during the initid four years of the program, stakeholder input, and program staff recommendations.

This report documents the fund expenditures for theinitial Renewable Energy Program implementation, focusing on the
program activities in the second quarter of year 2002.

Renewable Energy Program Implementation

The mechaniams to digtribute funds and implement activities vary by account. Table | highlights the Energy
Commission’simplementation activities for the second quarter of 2002, and the expected funding and implementation
activities for the third quarter of 2002. The remainder of the report discusses each account's activities during this quarter
in more detail and summarizes our progress in implementing the Renewable Energy Program.

Renewable Resources Trust Fund Expenditures

Through June 30, 2002, the Renewable Resource Trust Fund had collected atotal of $555.0 millior? for dl of the
accounts for the initia program implementation. As of the second quarter of 2002, the Energy Commission had
awarded atotal of $270.9 million, reflecting account payments (disbursements). Eligible gpplicants had reserved $222.2
million, reflecting fund reservations (encumbrances) from the New Account, the Emerging Account, and the Consumer

7 June 2001, California Energy Commission Publication Number P500-00-022.
8 Includes $15 million transferred from the General Fund to the Emerging Account pursuant to AB 29X and $13,477 in voluntary
contributions, but does not include $196,000 collected from Bear Valley Electric Company ratepayers.



Education Subaccount. Table Il shows afinancid summary of the Renewable Resource Trust Fund as of the second
quarter of 2002, reflecting cumulative funding and expenditures since the beginning of the Program, including those that
occurred during this reporting period.

Table I - Renewable Energy Program
Second Quarter 2002 Program Implementation

Account, Program-Implementation, and Funding Expected Funding and Implementation
Activities: Activities:
April - June 2002 July - September 2002
Existing Account \
A total of 378 facilities are registered as renewable . If the legislation authorizing the RESIA is made retroactive to
suppliers; 274 facilities are eligible for funding. January 2002, no further Existing Account payments will be
Payments totaling $12,161 were made to Tier 2 projects for made from the initial program funds.
an adjustment to generation prior to . The delay in implementing the RESIA renders it unlikely that
December 31, 2001. the Existing Account will make any payments during the
Rollover funds total $36.3 million for Tiers 1, 2, and 3 third quarter of 2002. We anticipate that the first payments
excluding the funds authorized for reallocation to the New under the RESIA will be made in October 2002, at the
Account for the third auction. earliest.
- NewAccount ___________ |
- Thirty-five projects are currently on-line and producing . Construction of new projects will continue, as will
energy. payments to on-line facilities.
Payments totaling nearly $2 million were made this quarter. | - Funding Award Agreements with winning bidders in the
To date, payments totaling $15.6 million have been made to second and third auctions will continue to be finalized.
15 on-line facilities for approximately . Four funding awards from the June 1998 auction, which
1,200 GWh of new renewable energy generation. total $18 million, may be cancelled due to inability to
The proposed cancellation of four funding awards totaling establish contact with the project developers.
$18 million was appealed by the project developer through | - A final decision is expected on the Petition for
a Petition for Reconsideration. Reconsideration of award cancellations.
Guidelines were revised to establish a formal petition . Projects not on-line by 12/31/01 will continue to submit
process for project developers to use when applying to petitions to extend funding awards.

extend their funding awards.
Petitions to extend awards were received from developers
of 11 projects.

Emerging Account

Funds encumbered for Buydown Program reservation . The Commission will continue to update lists of eligible PV
requests currently total $39.4 million. modules and inverters.

To date, payments for installed systems total $41.9 million, . At the current rate of activity, Buydown rebate funds will
with $10.3 million in payments this quarter. be nearly depleted by the end of the third quarter.

This quarter 814 new reservation requests were received.
Since funds totaling $8 million were approved for rebates
to publicly-owned utility customers, 24 applications have
been submitted.

Customer Side Account
Customer Credit Subaccount

Although only five marketers remain active in the market, . Market activity will probably remain fairly steady as most
29 registered providers have registered a total of 48 providers have already exited the market, and no new
products containing renewable energy. customers are allowed to participate in the direct access
One wholesaler re-registered, increasing the total of market.

registered wholesalers to five. : Payments will not be made for market activity in 2002 until
To date, over $59.4 million has been paid to providers. the RESIA legislation is passed. Consequently, no payments
About $0.6 million was paid to providers this quarter. are expected in the third quarter of 2002 unless funds are
Payments this quarter completed payment for activity returned for the large customer category.

occurring in 2001.




Table I (continued) - Renewable Energy Program
Second Quarter 2002 Program Implementation

Account, Program-Implementation, and Funding Expected Funding and Implementation
Activities: Activities:
April - June 2002 July - September 2002

Customer Side Account \
Consumer Education Subaccount

Payments totaling $262,980 were made to grant recipients . Work will continue on the five grant projects from the

for project activities this quarter. second grant solicitation.

Steering Committee meetings for the Hearst Castle Visitor . ICF Consulting will continue public relations and public
Center Renewable Energy Project continued during this awareness campaign activities, introducing a new graphic
quarter. look for outreach materials.

ICF Consulting introduced a draft Renewable Energy . A new brochure for the Emerging Buydown rebate program
Alliance Resource Kit for review. and renewable energy fact sheets will be finalized.

ICF Consulting continued to implement the public . The Renewable Energy Alliance Resource Kit will be
awareness campaign. Payments to ICF for this quarter finalized and distributed to Alliance members.

totaled $339,020. . The staff will conduct workshops and exhibit at Solfest in
Energy Commission staff participated in Earth Day events August in Hopland, CA.

and fairs in San Diego, Los Angeles, Berkeley, and Santa . Applications received in response to the third PON for grant
Barbara. funding will be scored, and winning projects will be

The American Wind Energy Association included copies of considered for approval at an Energy Commission Business
the Small Wind Electric Systems: A Consumer Guide in Meeting.

their mailing to targeted California communities. . Three “streaming” video segments on photovoltaics will
News and print media covered the inauguration of Bren appear on the [consumerenergycenter.org] website.

Hall on the UCSB campus. Future video segments will focus on wind energy.

Staff exhibited at the Pacific Coast Builders Conference in
San Francisco and introduced a new brochure about
building-integrated photovoltaics.

Energy Commission staff completed three “streaming”
video segments on photovoltaics.

A third Program Opportunity Notice (PON) for
approximately $500,000 in grant funding was released
during this quarter. Applications were due July 5, 2002.

AsTablell reflects, in the second quarter of 2002 the State Controller made payments from the Emerging Account to
recipients of Emerging Renewables Buydown Program rebates, from the New Account to projects that are now on-line
and generating eectricity, and from the Consumer Education Subaccount to grant-award recipients and contractors for
renewable energy consumer educetion activities. Payments were made from the Existing Account for electricity
produced and from the Customer Credit Subaccount to providers of renewable energy sold through December 2001.

The Energy Commission encumbered funds from the Emerging Account for systems digible for the Buydown Program
rebates, the Consumer Education Subaccount for grant and contract project activities, and from the New Account for
78 projects with funding award agreements from the first, second, and third auctions. Funding for these projects will
eventudly total up to $231.4 million; funds from the New Account will continue to be reserved, as funding becomes
avaladle.

The Renewable Energy Program design has a built-in, two-month processing period for payments to digible energy
producers and developers in severa accounts. Payments have been suspended from the Existing Account and the
Customer Credit Subaccount for activity occurring in year 2002 pending passage of legidation implementing the RESIA,
at which time we expect to make retroactive payments.



Table II - Renewable Resource Trust Fund
Cumulative Funding and Expenditures as of the Quarter Ending June 30, 2002

($ Millions)
Customer-Side Account
Existing New Emerging Program
Account Account Account Customer | Consumer Total
Credit Education
Collected Funds 243.000 162.000 69.000° 75.600 5.400 555.014"
Total (151.744) 15557) | (41.876) | (58.861) (2.825) (270.863)
Disbursements ’ ' ' ) ' '
Second Quarter '02
v —— (0.012) (1.945) (10.306) (0.064) (0.602) (12.929)
Intrafund Transfers 0.000 0.000 0.000 0.000 0.000 0.000
Intrafund (55.000)"% 33.800° |  31.200% | (10.000)* |  0.000 0.000
Reallocations
Balance 36.256 180.243 58.324 6.739 2.575 284.138
Encumbrances (36.256)"° (180.243)" (39.414)" 0.000 (2.575)° | (258.488)
Unencumbered
Funds 0.00 0.00 18.910 6.739 0.00 25.650

The participating utilities continue to make deposits into the Renewable Resource Trust Fund. As of December 2001,
$465 million had been collected from the utilities for the initid program funds, with an additiond $67.3 collected by
March 2002, leaving a$7.7 million shortfdl. This amount was paid during the current quarter, concluding the collection
of the $540 million in funds for theinitia program, asrequired by SB 90. Adding the funds transferred from the State's
Genera Fund as authorized by SB 29X, and voluntary contributions, brings the total funds collected as of

June 30, 2002, to $555 million.

® Includes $15 million transferred from the General Fund to the Emerging Account pursuant to AB 29X.

% Includes $13,477 in voluntary contributions, but does not include the $196,000 collected from Bear Valley Electric Company
ratepayersfor theinitial program implementation.

" To date, the Energy Commission has reallocated $40 million from the Existing Account to the New Account for the second auction,
and authorized the reallocation of up to $40 million for the third auction.

2 AB 29X ordered the reallocation of $15 million from the Renewable Resource Trust Fund (Existing Account) to the Emerging
Account.

3 The Energy Commission redirected $6.2 million from the New Account to the Emerging Account, reducing a previous $40 reallocation
to the New Account to $33.8 million.

! See Footnotes 12, 13, and 15.

> The Energy Commission has reallocated $10 million from the Customer Credit Subaccount to the Emerging Account.

18 Encumbered for potential reallocation to the New Account as winning projects from the third auction come on-line and become
eligible for funding.

" The Energy Commission conditionally allocated $162 million at its June 1998 auction, $40 million at its December 2000 auction, and up
to $40 million at its August 2001 auction. As funds become available, they are encumbered for projects.

18 Reservation requests granted (but not yet paid) since the March 20, 1998 start-up of the Buydown Program.

9 Encumbered for grant projects and contract activities.



Existing Account

Given that the Legidature has not yet gpproved the RESIA legidation authorizing the extension of the Renewable Energy
Program, the Energy Commission suspended paymentsto al Existing Account facilities as of December 31, 2001. Asa
result, only $12,161was disbursed during the second quarter of 2002 for adjustments to Existing Account fecilities for
generation produced prior to December 31, 2001. Given the current delays in gpproving the RESIA, it is highly unlikely
that any paymentswill be made from the Exigting Account during the third quarter of 2002. We currently estimate that
the first payments from the Existing Account under the RESIA could be made in October 2002, at the earliest.

Disbursements from the Exigting Account to date totd $151.7 million. The Exigting Account’ s rollover amount currently
stands at $36.3 million,” which includes the redllocation of $55 million to the New Account and Emerging Account
($40 million and $15 million respectively). The rollover congsts of the funds remaining in the Existing Account after
payments have been made to facilitiesin a given monthly payment cycle. Any funds that are not paid in one month are
rolled over and added to the following month’s dlocation, becoming avallable for that month's payments. The Energy
Commission has gpproved up to the full amount of the Exigting Account’s rollover funds remaining from theinitid
program implementation for reallocation to a separate area of the Renewable Energy Program. After determining the
amount of funds needed for redlocation, any remaining funds shal be available for rollover into the RESIA funds.

To date, the Energy Commission has redllocated or authorized the redlocation of up to $80 million in Existing Account
rollover funds to the New Account to fund the winning projects of its second and third auctions. In the first quarter of
2000, $40 million was redllocated to the New Account for a second auction, and in the second quarter of 2001, up to a
maximum of $40 million was authorized for redllocation for athird New Account auction. The actud transfer of funds
for the third auction will not occur until the winning projects are on-line and eligible to receive payments.

To satisfy the requirements of Senate Bill 29X, an additiona $15 million in Existing Account rollover funds was
redllocated to the Emerging Account to provide increased funding for Emerging Renewables Buydown rebates. The
Energy Commission redlocated an additiond $6.2 million from the Existing Account to the Emerging Account. These
funds were originally reallocated to the New Account for the second auction; because it was not needed for that
purpose, that amount was redirected to the Emerging Account. At alater date, the Energy Commission will determine
the actua amount of funding needed to fully fund winning projects from the third New Account auction. This figure may
not be known for some time because auction winners could possibly drop out, qudify for additiona incentives, or have
their funding awards either reduced or canceled.

New Account

Of the 78 projects that won funding awards in the three New Account auctions, 35 are on-line and producing
electricity. These projects currently contribute 201 megawatts (MW) of new renewable generating capacity to
Cdifornids eectricity supply.

® Thisfigure does not account for the funds (up to $40 million) that the Energy Commission has authorized for reallocation to the New
Account for the purpose of funding the third auction. At least $3.7 million proposed for that reallocation will not be needed, however,
and that amount will remain in the Existing Account.



To date, nine landfill gasfacilities totding 27.5 MW of capacity, two geothermd projects totaling 59 MW, two wind
projects totaling 18.6 MW, one 7.5 MW biomass project, and one 9.9 MW smal hydro project have received $15.5
million in payments from the New Account. These projects represent gpproximately 1,200 gigawatt-hours (GWh) of
new renewable generation. The remaining 20 facilities, totaling 78.55 MW of capacity, are ddivering power to the grid
but have not yet received incentive payments for reasons such as not submitting invoices, adequate proof of generation,
or adequate proof of being on-line,

The New Account program guidelines were revised to establish a petition process for project devel opers requesting
extension of ther funding awards under an amendment to Public Utilities Code section 383.5(c)(2)(B). The amendment
alows New Account projects to come on-line after

December 31, 2001, and ill receive five years of incentive payments from the program, as long as the Energy
Commission makes aformd finding that the delay in on-line date was aresult of “ circumstances beyond the developer’s
control.”

Fifteen project developers with funding awards from the firgt auction and 11 project devel opers from the second auction
experienced delays and were unable to begin generating dectricity by the December 31, 2001, deadline. Eleven project
developers have submitted petitions asking for award extensions, citing reasons such as permitting delays, the lack of
available power purchase contracts in Cdifornia s uncertain eectricity market, and the inability to get project financing
without such contracts. Developers of the remaining 15 projects are expected to submit petitions during the third quarter
of 2002.

Under the program guidelines, the policy committee overseeing the Renewable Energy Program has 30 days from
receipt of a petition to either issue a decision or schedule a public hearing to consider the petition. The full Energy
Commission must gpprove the policy committee' s decision on the petition at aregularly scheduled Business Mesting.

Three wind projects from the first auction owned by Enron Wind Development Corporation and one wind project
owned by Painted Hills Wind Developers (an Enron afiliate) are facing cancellation of their funding awards because the
project developers.

(1) Did not submit information required by the program guiddines regarding progress toward bringing the projects on-
line, and
(2) Did not maintain gppropriate contact with the Energy Commission regarding the projects.

The funding awards for these four wind projects (113 MW) tota $17.8 million. Letters were sent to the project
deveopersin March 2002 informing them of the Energy Commission’sintention to cancd their funding awards. The
project developersjointly submitted a Petition for Reconsideration to the Energy Commission. The petition was deemed
incomplete, however, and aletter was sent to the devel opers informing them of the revisions necessary to make the
petition complete. The Energy Commission will make a decison on the Petition for Reconsderation in the third quarter
of 2002. Any funds freed by award cancellations are returned to the Renewable Resource Trust Fund for redllocation.



Emerging Account

The Emerging Renewables Buydown Program has received 6,409 reservation requests since it began in March 1998,
including 814 new requests received during the second quarter of 2002. Payments totaling $10.3 million were made to
participants in the Buydown Program during the second quarter of 2002, bringing tota disbursements from the Emerging
Account to $41.9 million. A total of $88.2 million has been encumbered and paid since the program began.

The Buydown rebates continue to be appeding primarily as aresult of Cdiforniaresdents and businesses interest in
securing areliable and cogt-predictable dectricity source, with environmental benefits dso being a strong motivator,
according to surveys and discussons with consumers.

Another simulus for consumers consdering a solar or wind system is anew state tax credit. Signed by Governor Davis
in September 2001, Senate Bill 17X2% was designed to encourage the installation of solar and wind systems up to 200
kilowatts (kW) by providing a 15 percent tax credit for tax years 2001 and 2002 and a 7.5 percent credit for tax years
2003 and 2004. The Energy Commission worked with the Franchise Tax Board to develop worksheets for sdif-
certifying systemsin gpplying for the tax crediit.

Although account activity remains lower than last year at thistime, thisis predictable considering the Sate's relatively
gtable energy picture so far this year. Nevertheless, the rate of reservation requestsis still quite high at 250 to 300 per
month. Approximately $20 million in rebate funds has been reserved in the first Sx months of this year done, leaving
only about $10 million available for the remainder of the initid program implementation. Thisis sgnificant given thet
currently funding has only been available for sysemsthat are 10 KW or smaller. Assuming that account activity
continues at this brisk and steady pace, these funds are likely to be depleted near the end of the next quarter.

As noted above, funding for rebates for medium and large systems was fully encumbered during the fourth quarter of
2001. Since last fdl, there has been a*“funding gap” for emerging systems sized between 10 to 30 kW. The Buydown
Program has funding for projects up to and including 10 kW, while the Cdifornia Public Utilities Commission's Sdf
Generdtion Program, administered by the investor-owned utilities, offers funding for digible projects between 30 kW
and 1.5 MW. Unless funding is replenished to this Size category, the funding gap will probably remain until the RESIA
legidation is gpproved and implemented.

Currently, $39.41 million is encumbered for projects with reservation requests. The total amount of encumbered funds
does not include about 244 reservation requestsin "received” status, which are dill in various stages of the review
process and have not yet received funding approval.

Since December 2001,% $8 million in rebates has been available to customers of local publicly-owned dectric utilities
for amadl systems (10 kilowetts or less). Only 24 reservation requests have been submitted for these funds, resulting in
rebates totaling $230,000. Severd factors could explain thislow rate of activity: customers of publicly-owned utilities
generdly do not have the same economic incentive to offset their dectricity costs, some publicly-owned utilities offer
amilar rebates, system retailers could have enough business without the need to advertise rebates in publicly owned
utility areas, publicly-owned utilities may not be promoting the rebates to their customers.

! Revenue and Taxation code Sections 17053.84 and 23684.
2 AB 29X authorized that $8 million be made available for rebates to customers of local publicly-owned utilities.

8



With the assistance of technica support contractors, the staff continues to update lists of eigible photovoltaic (PV)
modules and inverters.

Customer Credit Subaccount

At the close of the third quarter in 2001, the Cdifornia Public Utilities Commisson (CPUC) implemented Senate Bill
1X, which directed the CPUC to suspend retail customers right to purchase energy through the direct access market.
This suspension, which became effective on September 20, 2001, prohibits new customers from entering into direct
access contracts, customers that were aready making direct access purchases, however, may continue to do so. The
CPUC consdered making the suspension retroactive to July 1, 2001, but voted not to do so on

March 21, 2002.

For digibility, the Customer Credit Subaccount requires participants to purchase renewable ectricity through a direct
access contract. While direct access remains suspended for new program participants, it continues to impact the
implementation of the Customer Credit Subaccount in 2002.

A reflection of market activity is depicted through the number of providers registered and actively serving customers.
The number of active providers has remained steedy at five for the first and second quarters of 2002. This quarter,
however, the load served by these providers decreased dightly from the previous quarter.

Since providers are not required to change their regigtration status with the Energy Commission when they exit the
market, the total number of registered renewable providers continues to remain fixed from last quarter at 29 providers
with 48 products, dthough only five providers are active in the market. The number of registered wholesdersincreased
to five with the re-regidiration of one wholesder this quarter.

The customer credit level remained at 1.0 cent per kWh for load served during the six-month period from July through
December 2001. We do not expect to re-set the credit level until the Energy Commission is authorized to implement the
RESIA legidation.

To date, the State Controller has paid $59.4 million to registered renewable providers for customer credits. Paymentsin
the second quarter of 2002 totaled $0.6 million, less than haf of the amount paid during the previous quarter. Currently,
the Customer Credit Subaccount is not making payments on sales activity occurring in year 2002, pending passage of
legidation to implement the RESIA. Payments could be made retroactively for digible renewable eectricity sdes made
in 2002 after implementing legidation is approved. Given that payments are currently suspended from the Customer
Credit Subaccount, and that data are now complete for 2001 activity and payments have been made, expenditures from
the Customer Credit Subaccount are not likely next quarter. Payments would resume, however, if fundsfor large
customers are returned, a which time payments will be redistributed to large customers with outstanding claims, or if
legidation to implement the RESIA is passd.

Consumer Education Subaccount
During the first quarter of 2002, activities were completed from the first grant solicitation, held in 2000. Payments

totaling $262,980 were made this quarter for grant project activities for which invoices were received. Recent activities
under the second grant solicitation, offered in 2001, include the following:



The Arcata Co-op ingalled a2 kW PV system on its store roof and held a dedication ceremony on Earth Day
in April. Aninformational sgn and brochures explaining how consumers can inddl their own sysems are
available a the store. The Ocean Beach Co-op is experiencing delays in the store’ s congtruction, and thus the
PV system indtalation and dedication will not occur until |ater this year, after the grant project term endsin
April.

The 30-minute video, “This Renewable House,” was made available to public tdlevison stations in Cdiforniafor
aring in time for Earth Day in April. Six PBS gations aired the program, and another three have committed to
ar it later thisyear. San Francisco’s PBS station, KQED, reported that the program received the samerating as
itsmodd, "This Old House," with about 38,000 viewers. Copies of the video were digtributed to Cdifornia
Building Industries Association (CBIA), Cdifornia Builder' s Exchange, EPRI, and the Indtitute for Solar Living.
The Wherehouse Music (76 stores) and Bradley Video (9 stores) have committed to distribute the video,
having received 150 videos for rlease in July. Fifty copies were dso distributed to Globa Possibilities, whose
non-profit efforts focus on colleges and university architecture schoals.

A paper about the project, co-authored by the grant recipient and the Energy Commission, was presented at
the Solar Forum during the Northern California Chapter of American Solar Energy Society (ASES) conference
in Reno in June. The project received substantid press coverage including IREC's website and newdetter,
Natura Home Magazine, Lohas Journd, Light Energy Systems newdetter, and the Press Democrat. Numerous
articles about “ This Renewable House” were presented to several magazines including Naturd Home, Home
Power, Solar Today, Better Homes and Gardens, Northern California SUN, and various building industry
publications.

The Energy Commission recelved a second draft Teacher's Guide in early June for review.

Two solar schoolhouse workshops were held in Oakland in April. Oakland Tech High School students
developed "solar music box" kits, and students at . Elizabeth’s School built a smdl solar pond and ingtalled
three solar modules.

The second edition of the * Stimulating the Implementation of Renewable Energy Technologies™ (SPIRE)
Technical Assstance packet was updated in March. Designed to help Californialoca governments, schoals,
and specid didrictsimplement renewable energy, the packet summarizes rebate incentives, financing
opportunities, procurement options, and technica assstance that are available to Cdifornia's public sector.

The SPIRE project was an item in the Local Government Commission's (LGC) annua membership conference,
"Community Livability in 2002," in Y osemite in March, where the packet was included in participant packages.
The project received interest from dected officids from severa municipdities including the Inland Empire
Utilities Agency, City of San Luis Obispo, City of Saint Helena, City of Oakland, City of Berkeley, and City of
Petduma. As aresult of Sacramento’s PV Forums in February, LGC provided assistance to severd cities this
quarter, including: City of Lompoc, Port of Oakland, Placer County, City of Pleasanton, and City of San José.

The American Wind Energy Association (AWEA) mailed aflyer on "Cdifornia Wind Power for Energy

Independence’ and afact sheet on ingdling smadl wind energy systems to 65,000 householdsin May in the
counties of Solano, Kern, San Bernardino, Los Angdles, Alameda, Sonoma, Santa Cruz, and San Luis Obispo.
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Success stories of residentia-scale wind turbine ingtalations were developed and posted on AWEA's website
at <www.awea.org/smalwind/success stories.html>.

The Energy Commission released its third program opportunity notice (PON) in May 2002 for grant funding to enhance
projects that aim to advance the growth of the renewable energy market in Cdifornia. Approximately $500,000 is
available for projectsin the following categories. schools, new construction, non-profit or public entities, advertisng, and
publicity or events. Applications were due July 5, 2002, with the highest-scoring projects planned for Energy
Commission gpprova in the third quarter of 2002.

The contractor devel oping and implementing the Renewable Energy Public Awareness Campaign, |CF Conaulting,
continues to develop and update campaign materias. A new graphic look for the Renewable Energy Program has been
designed, and new fact sheets for smadl wind, solar (photovaltaics), biomass, geothermd, and fue cells and renewable
energy will befindized next quarter. ICF finalized a new brochure for the Emerging Renewable Buydown Program,
aong with afact sheet on the Sate tax credit for ingtaling a solar eectric system. Payments to ICF Consulting for which
invoices were received this quarter total approximately $339,000.

ICF Consulting designed a new booth display, introducing the Renewable Energy Program's campaign dogan—
Harness the Power All Around Us—that was used for the first time during Earth Day. The booth will be displayed at
other trade shows, meetings, and specid events throughout the campaign. | CF Consulting and the Energy Commission
participated in four Earth Day events throughout Californiain April—Berkdey (April 20), San Diego (April 21), Los
Angeles

(April 20-21), and Santa Barbara (April 21). Commission staff distributed information and answered questions about
renewable energy and the Emerging Renewables Buydown Program at these events. Materials were dso provided for
digtribution at additional Earth Day venues throughout the Sate. The Energy Commission aso exhibited at the Tota
Building Expo in San Francisco on April 3-4, digtributing program information and speaking with over 100 commercid
building owners, property managers, and engineers.

The April 19th grand opening of Bren Hall on the campus of the University of Californiaat Santa Barbara received
publicity and media coverage facilitated by |CF Consulting. Bren Hall houses the Bren School of Environmentd
Sciences and Management and has been recognized by the US Green Building Council as one of the best examples of
sugtainable design. A roof-integrated 47 kW photovoltaic system has been ingtaled, which will generate seven to ten
percent of the building's load. In addition to prompting media coverage surrounding this event, |CF Consulting
developed amedialigt, press kit, and a video news release with interviews of the UCSB Chancellor and the Energy
Commission staff. The video was sent over satellite on April 19 and May 1 for news producers and television setions
throughout Cdifornia, and it was picked up and aired by 15 loca stations and numerous others outside the state.

| CF Consulting provided media support for the Solar Home Tour in San Diego on May 18. Loca print and broadcast
mediaworked with |CF Consulting to distribute news releases, and | CF encouraged coverage prior to the tour. The
media placement results included four newspaper stories, coverage by two television sations, and three Internet Sites.

The Energy Commission and |CF Consulting are working with representatives of the Hearst Castle® Vistor Center to
develop a showcase project highlighting energy efficiency and renewable energy technologies. The god of the project is
to create a public showcase of the ingtdlation and use of renewable energy systems at the Visitor Center and to raise
awareness about renewable energy. Two Steering Committee meetings were conducted during this quarter. A list of
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potential sponsors, grant sources and foundations were compiled and the Hearst Castle® dtaff is conducting further
research into potentia renewable energy systemsto be inddled at the Site.

The Renewable Energy Alliance, a partnership of organizations connected to Californias renewable energy market, is
being developed by ICF Consulting and the Energy Commission. To help Alliance members promote renewable energy,
a Resource Kit will be available that will include copies of Energy Commission fact sheets and ordering informetion, a
copy of the Solar Living video, public service advertisements, a ready-to-use press release and sample story announcing
the members participation in the Alliance, al of which will dso be provided on CD when the kit is findized. Copies of
the Resource Kit will be available to potentid Alliance members, with updates as new information and promotiona
opportunities arise.

On June 11 and 12, the Energy Commission participated in a series of short videos on solar photovoltaics shot in the
Los Angdes/Pdm Springs area. Each of the three to eight minute videos will be placed on the
<consumerenergycenter.org> webste. Video topics include:

1) "About PhotovoltaicsAn Overview of PV Technology"
2) " Photovoltaic Inddlation Detalls'
3) "Overview of the Buydown Program”

A highlight of the videos included a demongtration workshop presented by Bill Brooks, showcasing PV ingdlation
details for builders and contractors. Various photovoltaic applications were profiled, including residential and
commercid, with interviews of the PV owners. These videos are being produced in cooperation with the Energy
Commisson's Energy Efficiency Divison and iShow, which has provided al the consumer/business educationd videos
for the Consumer Energy Center.

On June 26-28, 2002, the Home Building's Premier Tradeshow and Conference on the West Coast, PCBC (Pecific
Coagt Builder’s Conference) attracted over 24, 000 building industry professionals (architects, designers, contractors as
well asresdentid homeowners) to the Moscone Center in San Francisco. The Commission's renewable energy exhibit
was popular with show attendees, who requested information about renewable energy systems and the Emerging
Buydown rebate. The exhibit illustrated renewable energy sources at work: the power of the sun and wind with an
operating solar windmill, solar powered radios, and a solar powered music box. "This Renewable House," avideo
funded through a Consumer Education grant, was the focus of a staff presentation, and was aired al three-conference
days. The Energy Commission introduced a popular new flyer on building-integrated photovoltaics. Pens composed of
recycled materials and colorful magnets provided the toll free phone number and website to guide visitors to the Energy
Commission to learn more. Demographic information and requests for additiona information were gathered from the
booth's attendees. The Energy Commission will compile the data and follow-up with information packets to those
requesting more information.

With the assstance of the Energy Commission's technica support subcontractor, Endecon Engineering, the staff is
developing asmple PV Maintenance and Troubleshooting Guide for consumerswho ingtal aPV system and need
to understand how to care for and receive the highest performance from their systems. After being reviewed by PV
industry experts, the staff received a draft of the Guide this quarter, and plansto finaize it next quarter for distribution
to interested contractors, builders, and homeowners.
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Summary

In summary, the Energy Commission has made excdllent progress in implementing the Renewable Energy Program over
the lagt four years. We anticipate that the Legidature will soon gpprove the RESIA, and we will proceed with our
trangtion plan for implementing the Renewable Energy Program over the next five years.
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